International Trade Admin., Commerce

§303.15

(a) This subpart implements the re-
sponsibilities of the Secretaries of
Commerce and the Interior (‘‘the Sec-
retaries’’) under Pub. L. 106-36, enacted
25 June 1999 which substantially
amended Pub. L. 97-446, enacted 12 Jan-
uary 1983, amended by Pub. L. 89-805,
enacted 10 November 1966, amended by
Pub. L. 94-88, enacted 8 August 1975,
amended by Pub. L. 94-241, enacted 24
March 1976, and amended by Pub. L.
103-465, enacted 8 December 1994.

(b) The amended law provides for the
issuance of certificates to insular jew-
elry producers who have met the re-
quirements of the laws and regulations,
entitling the holder (or any transferee)
to obtain refunds of duties on watches
and watch movements and parts (ex-
cept discrete watch cases) imported
into the customs territory of the
United States. The amounts of these
certificates may not exceed specified
percentages of the producers’ verified
creditable wages in the insular posses-
sions (90% of wages paid for the produc-
tion of the first 300,000 duty-free units
and declining percentages, established
by the Secretaries, of wages paid for in-
cremental production up to 750,000
units by each producer) nor an aggre-
gate annual amount for all certificates
exceeding $5,000,000 adjusted for growth
by the ratio of the previous year’s
gross national product to the gross na-
tional product in 1982. However, the
law specifies that watch producer bene-
fits are not to be diminished as a con-
sequence of extending the duty refund
to jewelry manufacturers. In the event
that the amount of the calculated duty
refunds for watches and jewelry ex-
ceeds the total aggregate annual
amount that is available, the watch
producers shall receive their calculated
amounts and the jewelry producers
would receive amounts proportionately
reduced from the remainder. Refund re-
quests are governed by regulations
issued by the Department of Homeland
Security (see 19 CFR 7.4).

(c) Section 2401(a) of Pub. L. 106-36
and additional U.S. note 5 to chapter 91
of the HTSUS authorize the Secre-
taries to issue regulations necessary to
carry out their duties. The Secretaries
may cancel or restrict the certificate
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of any insular manufacturer found vio-
lating the regulations.

§303.16 Definitions and forms.

(a) Definitions. For purposes of the
subpart, unless the context indicates
otherwise:

(1) Act means Pub. L. 97-446, enacted
12 January 1983 (19 U.S.C. 1202), 96 Stat.
2329, as amended by Pub. L. 103-465, en-
acted on 8 December 1994, 108 Stat. 4991
and, as amended by Pub. L. 106-36, en-
acted on 25 June 1999.

(2) Secretaries means the Secretary of
Commerce and the Secretary of the In-
terior or their delegates, acting joint-
ly.
(3) Director means the Director of the
Statutory Import Programs Staff,
International Trade Administration,
U.S. Department of Commerce.

(4) Sale or transfer of a business means
the sale or transfer of control, whether
temporary or permanent, over a firm
which is eligible for a jewelry program
duty-refund to any other firm, corpora-
tion, partnership, person or other legal
entity by any means whatsoever, in-
cluding, but not limited to, merger and
transfer of stock, assets or voting
trusts.

(5) New firm means a jewelry com-
pany which has requested in writing to
the Secretaries permission to partici-
pate in the program. In addition to any
other information required by the Sec-
retaries, new firm requests shall in-
clude a representation that the com-
pany agrees to abide by the laws and
regulations of the program, an outline
of the company’s anticipated economic
contribution to the territory (including
the number of employees) and a state-
ment as to whether the company is af-
filiated by ownership or control with
any other watch or jewelry company in
the insular possessions. The Secre-
taries will then review the request and
make a decision based on the informa-
tion provided and the economic con-
tribution to the territory. A new jew-
elry firm may not be affiliated through
ownership or control with any other
jewelry duty-refund recipient. In as-
sessing whether persons or parties are
affiliated, the Secretaries will consider
the following factors, among others:
stock ownership; corporate or family
groupings; franchise or joint venture
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agreements; debt financing; and close
supplier relationships. The Secretaries
may not find that control exists on the
basis of these factors unless the rela-
tionship has the potential to affect de-
cisions concerning production, pricing,
or cost. Also, no jewelry duty-refund
recipient may own or control more
than one watch duty-refund recipient.

(6) Jewelry producer means a com-
pany, located in one of the insular ter-
ritories (see paragraph (a)(8) of this sec-
tion), that produces jewelry provided
for in heading 7113, HTSUS, which
meets all the Bureau of Customs and
Border Protection requirements for
duty-free entry set forth in General
Note 3(a)(iv), HTSUS, and 19 CFR 7.3,
and has maintained its eligibility for
duty refund benefits by complying with
these regulations.

(7) Unit of jewelry means a single arti-
cle, pair (example: earrings, cufflinks),
subassembly or component which is
contained in HTSUS heading 7113.

(8) Territories, territorial and insular
possessions refers to the insular posses-
sions of the United States (i.e., the
U.S. Virgin Islands, Guam, American
Samoa and the Northern Mariana Is-
lands).

(9) Creditable wages means all wages,
up to an amount equal to 65% of the
contribution and benefit base for So-
cial Security as defined in the Social
Security Act for the year in which the
wages were earned, paid to permanent
residents of the territories employed in
the firm’s manufacture of HTSUS
heading 7113 articles of jewelry which
are a product of the insular possessions
and have met the Bureau of Customs
and Border Protection’s criteria for
duty-free entry into the United States,
plus any wages paid for the repair of
non-insular HTSUS heading 7113 jew-
elry up to an amount equal to 50 per-
cent of the firm’s total creditable
wages. Excluded, however, are wages
paid for outside consultants or other
professional personnel, such as lawyers
and accountants, or those persons not
involved in the day-to-day assembly
operations or servicing and mainte-
nance of equipment and fixtures nec-
essary for the assembly or manufac-
turing operations or the administrative
work and security activities directly
related to the operations of the com-
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pany, such as gardeners or construc-
tion workers, plus any wages paid for
the assembly of dutiable jewelry or for
the repair of dutiable jewelry to the ex-
tent that such wages exceed the per-
centage set forth above. No more than
two insular producers may have their
wages credited for their portion of the
wages paid for work on a single piece of
jewelry which entered the U.S. free of
duty under the program. Wages paid by
the two producers will be credited pro-
portionally provided both producers
demonstrate to the satisfaction of the
Secretaries that they worked on the
same piece of jewelry, the jewelry re-
ceived duty-free treatment into the
U.S., and the producers maintained
production and payroll records suffi-
cient for the Departments’ verification
of the creditable wage portion (see
§303.17(b)). Wages paid to persons en-
gaged in production of jewelry that has
entered the U.S. both duty-free and
duty-paid may be credited proportion-
ately provided the firm maintains pro-
duction and payroll records adequate
for the Departments’ verification of
the creditable wages portion (see Sec.
303.17(b)).

(10) Dutiable jewelry includes jewelry
which does not meet the requirements
for duty-free entry under General Note
3(a)(iv), HTSUS, and 19 CFR 7.3, con-
tains any material which is the prod-
uct of any country with respect to
which Column 2 rates of duty apply or
is ineligible for duty-free treatment
pursuant to other laws or regulations.

(11) Permanent resident means a per-
son with one residence which is in the
insular possessions or a person with
one or more residences outside the in-
sular possessions who meets criteria
that include maintaining his or her
domicile in the insular possessions, re-
siding (i.e., be physically present for at
least 183 days per year) and working in
the territory at a program company,
and maintaining his or her primary of-
fice for day-to-day work in the insular
possessions.

(b) Forms. (1) ITA—334P ““Annual Ap-
plication for License to Enter Watches
and Watch Movements into the Cus-
toms Territory of the United States.”
The Director shall issue instructions
for jewelry manufacturers on the com-
pletion of the relevant portions of the
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form. The form must be completed an-
nually by all jewelry producers desir-
ing to receive a duty refund and, with
special instructions for its completion,
by producers who wish to receive the
total annual amount of the duty refund
in installments on a biannual basis.

(2) ITA—360P ‘“‘Certificate of Entitle-
ment to Secure the Refund of Duties on
Watches and Watch Movements.”” This
document authorizes a territorial jew-
elry producer to request the refund of
duties on imports of watches, watch
movements and parts therefor, with
certain exceptions, up to a specified
value. Certificates may be used to ob-
tain duty refunds only when presented
with a properly executed Form ITA-
361P.

(3) ITA—361P ““Request for Refund of
Duties on Watches and Watch Move-
ments.”” This form must be completed
to obtain the refund of duties author-
ized by the Director through Form
ITA-360P. After authentication by the
Department of Commerce, it may be
used for the refund of duties on items
which were entered into the customs
territory of the United States during a
specified time period. Copies of the ap-
propriate Customs entries must be pro-
vided with this form to establish a
basis for issuing the claimed amounts.
The forms may also be used to transfer
all or part of the producer’s entitle-
ment to another party (see Sec.
303.19(c)).

(The information collection requirements in
paragraph (b)(1) were approved by the Office
of Management and Budget under control
number 0625-0040. The information collection
requirements in paragraphs (b) (2) and (3)
were approved under control number 0625-
0134)

[64 FR 67150, Dec. 1, 1999, as amended at 65
FR 8049, Feb. 17, 2000; 66 FR 34812, July 2,
2001; 67 FR 77409, Dec. 18, 2202]

§303.17 Annual jewelry application.

(a) Form ITA-334P shall be furnished
to producers by January 1 and must be
completed and returned to the Director
no later than January 31 of each cal-
endar year.

(b) AIll data supplied are subject to
verification by the Secretaries and no
duty refund shall be made to producers
until the Secretaries are satisfied that
the data are accurate. To verify the
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data, representatives of the Secretaries
shall have access to relevant company
records including, but not limited to:

(1) Work sheets used to answer all
questions on the application form, as
specified by the instructions;

(2) Original records from which such
data are derived;

(3) Records pertaining to ownership
and control of the company;

(4) Records pertaining to all duty-
free and dutiable shipments of HTSUS
7113 jewelry, including Customs entry
documents, or the certificate of origin
for the shipment, or, if a company did
not receive such documents from Cus-
toms, a certification from the con-
signee that the jewelry shipment re-
ceived duty-free treatment, or a cer-
tification from the producer, if the pro-
ducer can attest that the jewelry ship-
ment received duty-free treatment;

(5) Records pertaining to corporate
income taxes, gross receipts taxes and
excise taxes paid by each producer in
the territories;

(6) Customs, bank, payroll, and pro-
duction records;

(7) Records on purchases of compo-
nents and sales of jewelry, including
proof of payment; and

(8) Any other records in the posses-
sion of the parent or affiliated compa-
nies outside the territory pertaining to
any aspect of the producer’s jewelry
operations.

(c) Data verification shall be per-
formed in the territories, unless other
arrangements satisfactory to the De-
partments are made in advance, by the
Secretaries’ representatives by the end
of February of each calendar year. In
the event a company cannot substan-
tiate the data in its application, the
Secretaries shall determine which data
will be used.

(d) Records subject to the require-
ments of paragraph (b) of this section,
shall be retained for a period of two
years following their creation.

[49 FR 17740, Apr. 25, 1984, as amended at 66
FR 34813, July 2, 2001]
§303.18 Sale or transfer of business.

(a) The sale or transfer of a business
together with its duty refund entitle-
ment shall be permitted with prior



